Period of Trial and Hope
was followed by the signing of a technical aid agreement in Janu-
ary 1966, and aid was promised for a number of projects such
as iron and steel works, a gas pipe line etc. In February 1966,
a $110 million arms agreement was signed and the USSR pro-
vided a $100 million credit to be repaid in eight years at 2£ per
cent interest. Under a new long-term trade agreement signed in
March 1967, Iran and the Soviet Union agreed to exchange some
$540 million worth of goods by 1972. Soviet credits extended to
Iran already total $500 million.81 In January 1967, Iran ob-
tained from the Soviet Union trucks, anti-aircraft guns and
other equipment worth $90 million*1* in exchange for her natural
gas. Though this deal was more symbolic than strategic, yet it
was considered a slap in the face of the United States which
had poured more than $1 billion worth of arms aid into Iran
since 1950.63
The Soviet deal demonstrated the extent to which the Soviet
Union had undermined the U.S. backed Central Treaty Orga-
nization (CENTO), with which the former Secretary of State
John Foster Dulles had hoped to forge an anti-Soviet alliance
along Russia's southern flank. Besides Soviet desire to culti-
vate close relations with Iran with a view to making her less
dependent on the West, two other factors tended to bring the
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 82	President Nasser was believed to have been shocked by the Soviet-
Iran arms agreement For years vigorous rivalry existed between the Shah
and Nasser, and the latter presumably looked upon the agreement as a
measure designed to constrict his pretentions of political leadership in the
Middle East.    New York Times, 19 February 1967, p. E4.
 83	Some observers   believed that   Iran's   purchase   of   (noa-sensitrve)
weapons from Russia was designed as much to persuade the United States
to sell her (Iran) sophisticated items like Phantom jets, as to open new
channels for contingency procurement if me United States were to with-
hold future exports for whatever reasons.
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